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Equity Theory Predictions of Behavior 
in Organizations 


Richard T. Mowday 


Employees are seldom passive observers of the events that occur in the work- 
place. They form impressions of others and the events that affect them and 
cognitively or behaviorally respond based on their positive or negative evalua- 
tions. A great deal of theory and research in the social sciences has been devoted 
to understanding these evaluative processes. More specifically, research has at- 
tempted to uncover the major influences on individual reactions in social situa- 
tions and the processes through which these reactions are formed. One useful 
framework for understanding how social interactions in the workplace influence 
employee reactions to their jobs and participation in the organization is provided 
by theories of social exchange processes (Adams, 1965; Homans, 1961; Jacques, 
1961; Patchen, 1961; Simpson, 1972). 

Exchange theories are based on two simple assumptions about human behavior. 
First, there is an assumed similarity between the process through which individuals 
evaluate their social relationships and economic transactions in the market. Social 
relationships can be viewed as exchange processes in which individuals make con- 
tributions (investments) for which they expect certain outcomes. Individuals are as- 
sumed to have expectations about the outcomes that should result when they con- 
tribute their time or resources in interaction with others. 

The second assumption concerns the process through which individuals decide 
whether or not a particular exchange is satisfactory. Most exchange theories as- 
sign a central role to social comparison processes in terms of how individuals 
evaluate exchange relationships. Information gained through interaction with oth- 
ers is used to determine whether an exchange has been advantageous. For exam- 
ple, individuals may compare their outcomes and contributions in an exchange 
with the outcomes and contributions of the person with whom they are interact- 
ing. Where there is relative equality between the outcomes and contributions of 
both parties to an exchange, satisfaction is likely to result from the interaction. 

The popularity of social exchange theories may be attributable to their agree- 
ment with commonsense observations about human behavior in social situations. 
Exchange theories suggest that individuals in social interaction behave in a man- 
ner similar to the “‘economic man’”’ of classical economics. Most theories of mo- 
tivation assume that individuals are motivated to maximize their rewards and 
minimize their costs (Vroom, 1964; Walster, Bercheid, & Walster, 1976). The 
major difference between assumptions made about economic man and social ex- 
change theories is that the latter recognize that individuals exist in environments 
characterized by limited and imperfect information. The ambiguity present in 
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most social situations results in individuals relying heavily on information pro- 
vided by others to evaluate their actions and those of others (Darley & Darley, 
1973). Social interactions therefore play a central role in providing information to 
individuals on the quality of their relationships with others. Our reliance upon 
others for valued information, however, may place constraints on how we behave 
in our interactions with others. In order to maintain our social relationships it 
may be necessary to conform to certain social norms that prevent us from max- 
imizing our outcomes without regard to the outcome of others. 

The purpose of this paper is to examine one prominent theory of social ex- 
change processes: Adams’ (1963a, 1965) theory of equity. Although Adams’ the- 
ory is only one of several exchange theories that have been developed, it de- 
serves special attention for several reasons. First, Adams’ theory is perhaps the 
most rigorously developed statement of how individuals evaluate social exchange 
relationships. The careful formulation of the theory has led to considerable re- 
search interest in testing its specific predictions. The large number of studies 
available on equity theory provides evidence upon which to evaluate the ade- 
quacy of social exchange models. Second, the majority of research on equity the- 
ory has investigated employee reactions to compensation in employer-employee 
exchange relationships. The theory and supporting research are therefore highly 
relevant to increasing our understanding of behavior in organizational settings. 

In the sections that follow, Adams’ equity theory will be briefly summarized 
and the research evidence reviewed. The major empirical and conceptual ques- 
tions surrounding the theory will then be discussed. Finally, the generalizability 
of the theory will be considered and suggestions made for applying equity theory 
to several previously neglected areas of organizational behavior. 


EQUITY THEORY 
Antecedents of Inequity 


The major components of exchange relationships in Adams’ theory are inputs 
and outcomes. Inputs or investments are those things a person contributes to the 
exchange. In a situation where a person exchanges his or her services for pay, 
inputs may include previous work experience, education, effort on the job, and 
training. Outcomes are those things that result from the exchange. In the employ- 
ment situations, the most important outcome is likely to be pay. In addition, 
other outcomes such as supervisory treatment, job assignments, fringe benefits, 
and status symbols may also be considered in evaluating the exchange. To be 
considered in evaluating exchange relationships, inputs and outcomes must meet 
two conditions. First, the existence of an input or outcome must be recognized 
by one or both parties to the exchange. Second, an input or outcome must be 
considered relevant to the exchange (i.e., have some marginal utility). Unless in- 
puts or outcomes are both recognized and considered relevant, they will not be 
considered in evaluating an exchange relationship. 

Adams suggests that individuals weight their inputs and outcomes by their im- 
portance to the individual. Summary evaluation of inputs and outcomes are de- 
veloped by separately summing the weighted inputs and weighted outcomes. In 
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the summation process, inputs and outcomes are treated as independent 
though they may be highly related (e.g., age and previous work experienc ould 
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ple, consider the situation where person’s inputs have a value of 5 and outcomes 
are —10 while other’s inputs and outcomes are —5 and 10, respectively. Using 
Adams’ formula, these two ratios are equal and thus a condition of equity would 


be said to exist. 
O, 10 
=——= -2 and —=— T= -2 
I, —5 

Obviously, a situation in which person makes positive inputs but receives neg- 
ative outcomes is inequitable when compared to another who makes negative in- 
puts but receives positive outcomes. Walster et al. (1976) have proposed an al- 
ternative formulation that overcomes this problem. Equity and inequity are 


defined by the following relationship. 


Outcomes, — Inputs, Outcomes, — Inputs, 
———— compared with § —————__{_ 
(IInputs,|), (\Inputs,|)5 


The reader interested in pursuing this subject further can find a more detailed 
discussion of this formula and its terms in Walster et al. (1976). 


Consequence of Inequity 


The motivational aspects of Adams’ theory are derived from the hypothesized 
consequences of perceived inequity. The major postulates of the theory can be 
summarized simply: (1) perceived inequity creates tension in the individual; (2) 
the amount of tension is proportional to the magnitude of the inequity; (3) the 
tension created in the individual will motivate him or her to reduce it; and (4) the 
strength of the motivation to reduce inequity is proportional to the perceived in- 
equity (Adams, 1965). In others words, the presence of inequity motivates the 
individual to change the situation through behavioral or cognitive means to return 
to a condition of equity. 

The methods through which individuals reduce inequity are referred to as 
methods of inequity resolution. Adams describes six alternative methods of re- 
storing equity: (1) altering inputs; (2) altering outcomes; (3) cognitively distorting 
inputs or outcomes; (4) leaving the field; (5) taking actions designed to change the 
inputs or outcomes of the comparison other; or (6) changing the comparison 
other. The choice of a particular method of restoring equity will depend upon the 
characteristics of the inequitable situation. Adams suggests, however, that the 
person will attempt to maximize positively valent outcomes and minimize 1D- 
creasingly effortful inputs in restoring equity. In addition, person will resist 
changing the object of comparison and distorting inputs that are considered cen- 
tral to the self-concept. In general, it is considered easier to distort other’s inputs 
and outcomes than the person’s own inputs or outcomes. Finally, leaving the 
field (e.g., turnover from an organization) as a method of reducing inequity will 
only be considered in extreme cases of inequity. 
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RESEARCH ON EQUITY THEORY PREDICTIONS 
OF EMPLOYEE REACTIONS TO PAY 


Considerable research interest has been generated in testing predictions from 
Adams’ theory. The most recent review of equity theory research summarized 
the results from over 160 investigations (Adams & Freedman, 1976). Although 
equity considerations are relevant to a number of different types of social rela- 
tionships (cf., Walster et al., 1976), most early research focused attention on the 
employer-employee exchange relationship. These studies were generally labora- 
tory investigations in which subjects were hired to perform relatively simple 
tasks such as proofreading or interviewing. The simple nature of the tasks sug- 
gests that differences found between subjects in the quantity or quality of perfor- 
mance would be attributable to motivation levels rather than differences in skills 
or abilities. Perceived inequity was induced by either manipulating the subject’s 
perceived qualifications to be hired for the task (qualifications manipulation) or 
by actual differences in pay rates (manipulation by circumstances). 

Predictions from equity theory about employee reactions to pay distinguish be- 
tween two conditions of inequity (underpayment versus overpayment) and two 
methods of compensation (hourly versus piece rate). Specific predictions are 
summarized for each condition in Table 1. The methodology and results of se- 
lected studies designed to test these predictions are presented in Table 2. More 
extensive reviews of this literature can be found in Adams and Freedman (1976) 
Campbell and Pritchard (1976), Goodman and Friedman (1971), Lawler (1968a), 
Opsahl and Dunnette (1966), and Pritchard (1969). ) | 

A review of the studies summarized in Table 2 suggests general support for 
equity theory predictions. In the overpayment-hourly condition, a number of 
studies have provided some support for the prediction that overpaid subjects will 
produce higher quantity than equitably paid subjects (Adams & Rosenbaum 
1962; Arrowood, 1961; Goodman & Friedman, 1968; Lawler, 1968b: Pritchard, 
Dunnette, & J orgenson, 1972; Wiener, 1970). Several studies have either failed ‘6 
support or provided mixed support for equity theory predictions in this condition 
although they often differed from the supporting studies in the manner in which 
perceived inequity was experimentally manipulated (Anderson & Shelly, 1970; 
Evans & Simmons, 1969; Friedman & Goodman, 1967; Valenzi & Adieu, 








TABLE 1 

EQUITY THEORY PREDICTIONS OF EMPLOYEE REACTIONS TO INEQUITABLE PAYMENT 
Underpayment Overpayment 

Hourly Subjects underpaid by the hour Subjects overpaid by the hour 


payment produce less or poorer-quality 
output than equitably paid subjects 


produce more or higher-quality 
output than equitably paid subjects 


Subjects overpaid by piece rate 
will provide fewer units of higher 
quality than equitably paid subjects 


Piece-rate Subjects underpaid by piece rate 

payment will produce a large number of 
low-quality units in comparison 
with equitably paid subjects 





"X9}GWOD pur jue} 
-J0duu! Ssaj 1nq Buysaseyul aiow se gof 
OY) PEAlaoied osje pue Ayyjenb Jamo} 








Ayyenb 40m eyel aceid (2961) 
10 aJOU peonpod sjoalqns prediepur) ‘AIANONPOg Bumeaiseyuy SEOUPISWUNDIID juewAedepul) B1e2D,O pue Jajme7 
"sdnoiB yyoq 404 AyANnonpoid 0} peyeje. 
sem ASUOW JO} peeu ay] ‘peseaso 
-ul AWANONposd puke suoHeoyienb 
peaisoiad sjoalqns ‘suoisses 19}€| 
Uj "UOISSES yJOM |e 
jp 900] peonpold sielgns pediang, sien som ejes eoeid (9961) wepe pue 
0 ‘MIAVONPO Bulmelasaju] SUOHeOyENy WUuaWABCIBAO ‘Buno, ‘uldoy ‘10)Me7] 
‘dnoi6 pred Ajqeyinbe wo. Jeyip jou 
PIP sesuejswindiio Aq prediaao sje 
; sae Belay einenbiny sedis Ayyenb 10M SSOUB}SWINDIIO Ajnoy 
Poul PI 0 “AWAQONPOId BulmalAse}uy ‘suoqeoyent UsWAedISAC (48961) 19)Me7 
“uoIonpul uodn 
. siseydwa Ayyenb 
ene satel saa Ayyenb yuom Buucos snsien Aquenb aye. ecard (6961) 
he: PI 0 ‘AMANONPOIY aieuuonsant) ‘SUOHBOWNeENt UsWAPCIBAQ UBWUPeL4 Pue UeLIPOOY 
‘BOUBLIOed pave} 
-Je Ayyenb SNSJ9@A AjUeNb UO SIS siseudwe Ayyenb Aunou 
-eydwi3 “syelqns pred Ajqeyinbe ueyy Ayyenb yom Bulpoo snsieA Ayuenb juewuAediepun pue (9961) 
eJOW psonpoid sjoaiqns predieaC “AWANONPOL siBULOIISENyH) ‘SUOHeOYIENDH jUSWAedIBAQ UBWPSLi4 pue UePWIPOOL 
‘syoeiqns peyijenb ueu} 
SS98| peonpod syoalgns paiiyenbun 
‘suoneoiyenb panjeoied Aq pelissejo 
918m syelqns ueyAA ‘AyAnonpoid Aynoy (2961) 
jaye JOU Pip UOHONpul SUOHeoyeNH AWANONpold Buimeieyy| SUOHeoeny WugWAedIBAC UBLUPOOS puke UBWIPeH4 
"SUOIJIPUCD JEUJO 
Ul PUNO) SEDUdJEYIP ON “UOIIPUCS Aynoy 
sousjedwos us Ayjenb 48100d jo Ayyenb 410m Awoune jueWAedJapuN pue (6961) 
@j0lU peonpoid syoselqns preduspur| ‘AWANHONPO| Buipeasoold ‘goua}edwo4y JUsWABCdISAQ SUOLULUISG Pue SUBAQ 
‘“AWanonpoid pouinje. Aynoy (LO6L) 
Jaubiy pey sjoefqns predieaQ AWAanonpold BuimalAsaju| YIOM ‘SUOIBOIENH JUSWUABCISAC POOMOLIY 
‘Ayyenb 
J@mMo| pue AyWuenb Jeyea16 peonpoud ssousledxe eye) a0eid 
sjoaiqns predispun pue Ayyenb Ayienb yom Buiysayo eyeg a6em snoiaeid JuaWARBdapuN pue (2961) 
Jaybiy peonpoid syoelqns piedisAO ‘AWANONPOId BumelAse}u] ‘SQOUR]SWINDIID yuawWAeds9AQ SMAJPUY 
sdnoib Ayipenb 10m ySe] JO souRLOdUI Ayinoy (0261) 
UBEMjOq PUNO] 218M SEOUSJOYID ON ‘AWANONPOId Buipeejooid ‘SuonHeoyieny JuawAedJaAO Ayjayg pue uosispuy 
‘Ajuenb 
ss9aj peonpoid sjoalqns predssao eye) edad 
-9e1-9091d alum AyQuenb si0Ww pue Aynoy (Z96L) 
peonpod sjslqns predisaoc-AnNoY Awanonpold BuimalAiajuy SUOHeoEeNy JUSWABCIBAO WNequesOY pue swepy 
“Ayyenb sayy jo Ayyuenb Aupenb 40M ayel adaid (v961) 
Ssaj peonpoid syoalqns prediaAQ ‘MIANONPOsd Bulpeajooid SUOHEOINIENT JUSWABCISAG uesqooer pure swepy 
‘sjoaiqns pred Ajqeynba 
ueu} Aijuenb samo pue Ajyenb 
Jeyubiy peonpoid syoalans predieao a1e1 eosid 
-ayel-99e1d pue Aynuenb Jsayeas6 Ayyenb yi0m pue Ajinoy 
peonpoid syoalqns piedisao-Aynoy ‘AUANONPOId BuimelAse}u| SUOHBOHIENH "JUaWARCIBAC (QE961) SwepY 
s]insoy S3|QEUPA ySeL uononpu . UOIPUOd Apnis 
juspuedag jo poulow Aynb3 





AVd OL SNOILOVSY ASAOTdWSA NO HOYVASAY AHOSHL ALINDOA AO AYVAWINS 


¢ a1eVL 


117 


116 





SUMMARY OF EQUITY THEORY RESEARCH ON EMPLOYEE REACTIONS TO PAY (CONTINUED) 


TABLE 2 
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Results 


Dependent 
variables 


Task 


Method of 
induction 


Equity 
condition 


Study 


Circumstances induction did not 


Performance 
satisfaction 


Clerical task 


Circumstances, 


Overpayment 


Pritchard, Dunnette, 


result in performance differences for 
piece rate, but some support was 
found for hourly overpay and 


actual change in 


payment 


and underpayment: 


hourly and 
piece rate 


and Jorgenson (1972) 


underpay. Changes in pay rate 


supported hourly predictions. Some 
support found for piece-rate- 


overpayment prediction but not for 


underpayment. 


No significant differences found 


Productivity, 
work quality 


Clerical task 


Overpayment Circumstances 


Valenzi and Andrews 


(1971) 


between conditions. 27 percent of 


and underpayment: 


hourly 


underpaid subjects quit. No other 


subjects in other conditions quit. 


Outcome-overpayment subjects 


Productivity, 
work quality 


Word 


Qualifications, 
inputs versus 


Overpayment: 


hourly 


Wiener (1970) 


produced more. Input-overpaid 
subjects produced more only on 


manipulation 


outcomes, ego- 


ego-oriented task. 


oriented versus 
task-oriented 


Overpaid subjects produced less, 


Amount of 
time 


Reading 


Qualifications 


Overpayment: 
piece rate 


Wood and Lawler 


(1970) 


but this could not be attributed to 


striving for higher quality. 


reading, 
quality 
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1971). In the overpayment-piece-rate condition, support for the theory has been 
found by Adams (1963b), Adams and Jacobsen (1964), Adams and Rosenbaum 
(1962), Andrews (1967), and Goodman and Friedman (1969). Mixed or marginal 
support for the theory was provided by Lawler, Koplin, Young, and Fadem 
(1968), and Wood and Lawler (1970). Although fewer studies have examined the 
underpayment conditions, support for both the hourly and piece-rate predictions 
have been reported (Andrews, 1967; Evans & Simmons, 1969; Lawler & O’Gara, 
1967; Pritchard et al., 1972). 

Although the support for Adams’ theory appears impressive, several questions 
concerning the interpretation of the study results need to be considered. Follow- 
ing Vroom (1964), Goodman and Friedman (1971) suggest that the following con- 
cepts must be operationalized to provide a complete and unambiguous test of eq- 
uity theory: (1) person’s evaluation of his or her inputs; (2) person’s perception of 
the relevance of the inputs for task performance; (3) person’s perception of the 
experimenter’s perception of the inputs; (4) person’s perception of other’s 
outcome-input ratio; (5) person’s perception of future outcomes; (6) person’s per- 
ception of the outcomes relative to alternative outcomes (e.g., past outcomes); 
and (7) relative importance person attaches to using 4, 5, and 6 as comparison 
objects. Control over these factors is central to ensuring a high degree of internal 
validity for the results of experimental studies. To the extent these factors may 
remain uncontrolled, conclusive tests of the theory become very difficult and al- 
ternative explanations for the study results can be raised. It should be apparent 
that many of these factors remain uncontrolled in even the most rigorous labora- 
tory experiment. For example, Goodman and Friedman (1971) point out that the 
comparison other used by subjects is ambiguous in most studies. To the extent 
subjects use different comparison others than intended by the experimenter, in- 
terpretation of the study results becomes problematic. 

A number of writers have been critical of research on equity theory precisely 
because several alternative explanations may exist for observed differences in the 
performance of subjects, particularly in the overpayment condition (Campbell & 
Pritchard, 1976; Goodman & Friedman, 1971; Lawler, 1968a; Pritchard, 1969). 
Two problems are commonly raised in interpreting the results of research on 
overpayment inequity, and both have to do with experimental manipulations of 
perceived inequity. Inequity is commonly induced in subjects by challenging their 
qualifications for the job. Subjects are led to believe they do not possess the nec- 
essary experience or training to qualify for the rate of pay they are to receive. 
Although seldom verified, it is assumed that this will result in experienced over- 
payment inequity (i.e., subjects believe they are being paid more than they 
should receive given their qualifications). 

Challenging the qualifications of subjects, however, may also be experienced 
as threatening their self-esteem or perceived job security. Subjects may therefore 
work harder to prove to themselves (and to the experimenter) that they are ca- 
pable of performing the task or to protect their job security. In other words, sub- 
jects may perform as predicted by the theory for reasons related to the experi- 
mental treatment but not to perceived inequity. Support for these alternative 
explanations for results of research on overpayment inequity comes from several 
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sources. Andrews and Valenzi (1970) had subjects role-play an overpayment in- 
equity situation in which subject qualifications to perform the task were chal- 
lenged. When asked to indicate how they would respond in this situation, none of 
the subjects responded in terms of wage inequity. A majority of subjects, how- 
ever, responded in terms of their self-image as a worker. In another study, 
Wiener (1970) found that overpaid subjects produced more than equitably paid 
subjects only when the task was ego-involving (1.e., task performance was central 
to the self-concept). Based on this finding, he argued that the performance of sub- 
jects in the overpayment condition was more highly attributable to devalued self- 
esteem brought about by challenges to their qualifications than to feelings of in- 
equity. In studies where perceived inequity has been manipulated by means other 
than challenging the subject’s qualifications (e.g., by actual changes in pay rates), 
less support is commonly found for equity theory predictions (Evans & 
Simmons, 1969; Pritchard et al., 1972; Valenzi & Andrews, 1971). » 

Several writers have seriously questioned the extent to which overpayment in 
work organizations may lead to perceived inequity. Locke (1976), for example, 
argues that employees are seldom told they are overpaid or made to feel incom- 
petent to perform their job duties as is the case in laboratory experiments. He 
argues that employees are more likely to simply adjust their idea of equitable pay- 
ment to justify what they are getting. This raises the possibility that employees in 
organizations use their pay rates as a primary source of information about their 
contributions (e.g., ‘““if the organization is willing to pay this much, I must be 
making a valuable contribution’’). Campbell and Pritchard (1976) also point out 
that employer-employee exchange relationships are highly impersonal when com- 
pared to exchanges between two close friends. Perceived overpayment inequity 
may be more likely in the latter exchange relationship than in the former. Indi- 
viduals may react to overpayment inequity only when they believe their actions 
have led to someone else’s being treated unfairly (Campbell & Pritchard, 1976; 
Walster et al., 1976). From the employee’s standpoint in work organizations, 
there may be little objective evidence that. the organization feels it is being treated 
unfairly. 

In summary, predictions from Adams’ theory about employee reactions to 
wage inequities have received some support in the research literature. Research 
support for the theory appears to be strongest for predictions about underpay- 
ment inequity. Although there are fewer studies of underpayment than of over- 
payment, results of research on underpayment are relatively consistent and sub- 
ject to fewer alternative explanations. There are both theoretical and empirical 
grounds for being cautious in generalizing the results of research on overpayment 
inequity to employee behavior in work organizations. Where such studies have 
manipulated perceived inequity by challenging subjects’ qualifications for the 
job, observed differences in performance can be explained in ways that have little 
to do with inequity. Where other methods of inducing overpayment inequity are 
used, considerably less support is often found for the theory. Predicted differ- 
ences in productivity and satisfaction due to overpayment inequity are often in 
the predicted direction but fail to reach acceptable levels of statistical signifi- 
cance. 
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Conceptual Issues in Equity Theory 


In addition to the methodological considerations discussed with respect to re- 
search on equity theory, several writers have also raised questions about the con- 
ceptual adequacy of the theory (e.g., Weick, 1967). Since theories or models of 
social processes are ways of making sense out of our environment by simplifying 
relationships between variables, it should not be surprising that any given theory 
fails to capture the complexity we know to exist in the real world. Consequently, 
there are usually a number of limitations that can be pointed out in any given 
theory, and equity theory is no different from other motivation approaches in this 
regard. The conceptual issues to be discussed below point to several limitations 
of the present formulation of equity theory, and they should be viewed as areas in 
which the theory may be clarified or extended through further research. 


Concept of Equity 


The concept of equity is most often interpreted in work organizations as a posi- 
tive association between an employee’s effort or performance on the job and the 
pay he or she receives (Goodman, 1977). In other words, it is believed that em- 
ployees who contribute more to the organization should receive higher amounts 
of the rewards the organization has to offer. This belief is often referred to as the 
‘“‘equity norm.’’ Adams (1965) suggests that individual expectations about equity 
or ‘‘fair’’ correlations between inputs and outcomes are learned during the pro- 
cess of socialization (e.g., in the home or at work) and through comparison with 
the inputs and outcomes of others. Although few would question the existence of 
an equity norm governing social relationships, the derivation of this norm and its 
pervasiveness remain somewhat unclear. In addition, it is important to determine 
the extent to which the equity norm is defined by an individuals’ effort and per- 
formance or by other types of contributions they may make to organizations. 

Walster et al. (1976) suggest the norm of equity originates in societal attempts 
to develop methods of allocating rewards that maximize the amount of collective 
reward. Through evolving ways to ‘‘equitably’’ distribute rewards and costs 
among its members, groups or organizations can maximize the total rewards 
available. Groups therefore induce their members to behave equitably and estab- 
lish reinforcement systems to ensure this norm is followed in social relationships. 
It should be apparent, however, that groups or society in general frequently de- 
viate from the equity norm in distributing rewards. Social welfare programs and 
old-age medical assistance, for example, are instances in which resources are dis- 
tributed on the basis of need rather than an assessment of the individual’s con- 
tribution to the larger group. 

The equity norm appears to be only one of several norms that govern the dis- 
tribution of rewards in social relationships. An important question concerns what 
factors influence the extent to which rewards are distributed equitably or allo- 
cated on some other basis. In an analysis of reward allocation in small groups, 
Leventhal (1976) suggests that the particular distribution rule adopted in allocat- 
ing rewards is related to both the goals of the reward system and characteristics 
of the allocator. Table 3 contrasts three decision rules that can be used in allo- 





122 PART 2: THEORETICAL APPROACHES IN MOTIVATION 


TABLE 3 


DISTRIBUTION RULES FOR ALLOCATING REWARDS 


i i eee 


Distribution rule 


Equity/contributions 
(outcomes should 
match contributions) 


Social responsibility/needs 
(outcomes distributed on 
the basis of needs) 


Equality (equal outcomes 
given to all participants) 





Situations where distribution 
rule is likely to be used 


1 Goal is to maximize group 
productivity. 

2 A low degree of 
cooperation is required for 
task performance. 


ol, 


Allocator of rewards is a 
close friend of the receiver, 
feels responsible for the 
well-being of the receiver, 
or is successful or feels 
competent. 


ool, 


Goal is to maximize 
harmony, minimize conflict 
in group. 

2 Task of judging performer's 
needs or contribution is 
difficult. 

3 Person allocating rewards 
has a low cognitive capacity. 

4 A high degree of 
cooperation is required for 
task performance. 

5 Allocator anticipates future 

interactions with low-input 

member. 


Source: Adapted from Leventhal (1976). 


Factors affecting use of 
distribution rule 


1 What receiver is expected 
to do 

2 What others receive 

3 Quicomes and contributions 
of person allocating rewards 

4 Task difficulty and perceived 
ability 

5 Personal characteristics of 
person allocating rewards. 
and person performing 


1 Perceived legitimacy of 
needs 

2 Origin of need (e.g., 
beyond control of the 
individual) 


1 Sex of person allocating 
rewards (e.g., females more 
likely to allocate rewards 
equally than males) 

2 Nature of task 





cating rewards (equity, equality, and responsiveness to needs) and the situations 
where each rule is most likely to be used. The equity norm appears to be most 
closely associated with the goal of maximizing productivity in a group, while re- 
wards are most likely to be distributed equally when the goal is to minimize group 
conflict. 

Distribution rules represent an important concept in understanding reward sys- 
tems (Cook, 1975; Goodman, 1977). Distribution rules identify the association be- 
tween any dimension of evaluation and the levels of outcomes to be distributed. 
A consideration of distribution rules suggests both that different norms may gov- 
ern the distribution of rewards in organizations and that different factors may 
weight more heavily in allocating rewards using any given norm. For example, in 
organizations where an equity norm is followed, it is common to find that an in- 
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dividual’s contribution in terms of seniority is a more important basis for rewards 
than is actual job performance. Our ability to predict how individuals react to re- 
ward systems therefore depends upon identifying the particular norm they be- 
lieve should be followed and the specific dimension (i.e., input) they feel is most 
important in allocating rewards. Equity theory often assumes that rewards should 
be given in relation to a person’s contribution and, further, that performance is 
the most important contribution in the work setting. The accuracy of our predic- 
tions of employee reactions to reward systems can be increased, however, by 
recognizing the existence of several norms governing the distribution of rewards 
and the differential importance that may be attached to employee inputs. 


Choice of a Method of Inequity Resolution 


Although the several factors Adams (1965) suggested individuals will take into 
consideration in choosing among alternative methods of reducing inequity make 
the theory more testable, they do not allow a totally unequivocal set of predic- 
tions to be made from the theory (Wicklund & Brehm, 1976). In any situation, a 
given method of restoring inequity may satisfy one of these rules while at the 
same time violating another. Cognitively distorting inputs as a method of reduc- 
ing inequity, for example, may allow the individual to maximize positively valent 
outcomes, but at the expense of threatening aspects central to his or her self- 
concept. When such a conflict occurs, it is difficult to specify how an individual 
will react to inequity. Opsahl and Dunnette (1966) have pointed out that the in- 
ability to predict how individuals will react to inequity makes conclusive tests of 
the theory problematic. If an overcompensated group fails to respond to inequity 
by increasing inputs, can this be interpreted as a disconfirmation of the theory or 
as an instance in which other methods of reducing inequity (e.g., cognitively dis- 
torting your own or other’s inputs or outcomes) are being used? This ambiguity 
associated with equity theory appears to result in a situation where almost any 
result of empirical research can be explained in terms of the theory. 

Many of the studies of equity theory have failed to capture the complexity of 
inequity resolution processes (Adams & Freedman, 1976). It is common in such 
studies to set up an inequitable situation and determine the extent to which sub- 
jects reduce inequity by changing work quantity or quality. In more personal ex- 
change relationships, however, the method of reducing inequity chosen may be 
Sensitive to cues from the other party to the exchange (Adams & Freedman, 
1976). For example, in overpayment situations, an organization may suggest em- 
ployees increase their skills and abilities through further education rather than 
increasing their effort on the job. Research also suggests that strategies for re- 
ducing inequity are dynamic and may change over time. Lawler et al. (1968) 
found that subjects reduced overpayment-piece-rate inequity by increasing work 
quality in an initial work session but increased their perceived qualifications to 
perform the task in subsequent sessions. Cognitively changing perceived inputs 
(qualifications) may have allowed subjects to reduce the overpayment inequity in 
a manner that permitted increased quantity of production and thus increased re- 
wards to be received. 
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The way in which individuals reduce perceived inequity appears to be a com- 
plex process. A greater understanding of this process is essential to increasing the 
accuracy of predictions from equity theory. 


Choice of a Comparison Other 


One area of recent concern in equity theory is to develop a greater understanding 
of how individuals choose comparison standards against which to evaluate inputs 
and outcomes. Adams (1965) suggested that comparison others may be the other 
party to the exchange or another individual involved in an exchange with the 
same third party. Until recently, little has been known about the actual compar- 
ison standards people use or the process through which alternative comparisons 
are chosen. 

Goodman (1974) differentiated between three classes of referents: (1) others, 
(2) self-standards, and (3) system referents. Others are people who may be in- 


volved in a similar exchange either with the same organization or with some other 





ease in evaluating 
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organization. Self-standards are unique to the individual but different from his or 
her current ratio of outcomes and inputs; for example, individuals may compare 
their current ratio against inputs and outcomes associated with an earlier job. 
System referents are implicit or explicit contractual expectations between an em- 
ployer and employee. At the time of being hired, an employee may be promised 
future rewards and this can become a basis for evaluating the exchange. In a 
study of 217 managers, Goodman (1974) found each of these referents was used 
in determining the degree of satisfaction with pay. Perhaps his most important 
finding was that a majority of managers reported using multiple referents in as- 
sessing their satisfaction. For example, 28 percent of the managers indicated they 
compared their present situation against both those of others and self-standards. 
He also found that higher levels of education were associated with choosing a 
comparison referent outside the organization. 

Based on his research, Goodman (1977) has developed a model of the factors 
that may influence the selection of comparison person or standard. This model is 
presented in Figure 1. He postulates that the choice of a referent is a function of 
both the availability of information about the referent and the relevance or attrac- 
tiveness of the referent for the comparison. Availability of information about ref- 
erents is primarily determined by the individual’s propensity to search and his or 
her position in an organization (i.e., access to information). The relevance or at- 
tractiveness of a referent is determined jointly by the instrumentality of the ref- 
erent for satisfying the individual’s comparison needs and the number and 
strength of needs related to a referent. A more detailed discussion of this model 
can be found in Goodman (1977). 

Goodman’s (1974, 1977) work represents an important step in increasing our 
understanding of how social comparison processes are made. If his model is sup- 
ported by subsequent research, it will provide an important tool for both re- 
searchers and managers in determining who or what employees use in making 
comparisons about their present level of rewards. 





Appropriateness 
of referent 


FIGURE 1 
Factors influencing the selection of a referent in social comparison processes. (Adapted from 
Goodman, 1977.) 


Individual and Situational Differences in Reactions to Inequity 


One area of research on equity theory that has received little attention is the im- 
pact of individual and situational differences on employee perceptions and reac- 
tions to inequity. The importance of considering individual differences was first 
demonstrated by Tornow (1971). Recognizing that the classification of something 
as an input or an outcome is often ambiguous in equity comparisons, he sug- 
gested that individuals may have a stable tendency to classify ambiguous job el- 
ements as either inputs or outcomes. Using the data collected by Pritchard et al. 
(1972), he subsequently classified subjects as either input- or outcome-oriented 
and found this factor had an impact on their reactions to inequity. For example, 
outcome-oriented individuals were found to be more sensitive to overpayment 
than were subjects with an input orientation. Individual differences were there- 
fore having an effect on how individuals reacted to perceived inequity. This is an 
area in which more research is needed to isolate the stable traits of individuals 
that can affect inequity perceptions. One variable that may be promising is the 
individual’s level of internal/external control (Rotter, 1966). It is possible that in- 
dividuals who believe events that happen to them are under their control 
(internals) would have a greater propensity to attempt to reduce perceived ineq- 


uity than individuals who believe events are largely beyond their control (exter- 
nals). 
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The importance of considering situational factors in employee reactions to in- 
equity has already been noted in discussing Campbell and Pritchard's (1976) 
personal-impersonal exchange continuum. In the overpayment situation, employ- 
ees may not react strongly to perceived inequity since the exchange with the 
larger organization is quite impersonal. However, where exchanges are between 
two close friends, both parties to the exchange may be highly sensitive to any 
inequities. Walster et al. (1976) have noted that an individual who feels respon- 
sible for an inequitable situation may express greater tension than someone who 
inadvertently finds himself or herself in an inequitable relationship. The locus of 
cause for a perceived inequity may therefore represent an important consider- 
ation in how individuals react to perceived inequity, particularly when the ineq- 
uity is favorable to themselves. 


RELATIONSHIP OF EQUITY THEORY TO EXPECTANCY THEORY 


Much of the original interest in equity theory came from the fact that it made 
predictions about individual behavior that were difficult to incorporate into ex- 
isting theories of motivation (Weick, 1967). For example, in the overpayment- 
piece-rate situation equity theory predicted that employees will increase quality 
and reduce quantity of performance. In contrast, expectancy theory appears to 
suggest that individuals attempt to maximize the attainment of valued outcomes 
and that motivation Jevels should be high whenever attractive outcomes (e.g., 
pay) are made directly contingent upon performance. Considerable research in- 
terest has been generated in trying to test these seemingly competing predictions. 

Lawler (1968a) was one of the first to suggest that equity theory and expect- 
ancy theory may not be irreconcilable in terms of their predictions. A review of 
the equity theory literature led Lawler to conclude that the results of studies of 
the hourly payment condition could be explained equally well by expectancy the- 
ory. In the piece-rate conditions, expectancy theory could make the same pre- 
dictions as equity theory if it was assumed that perceived inequity influenced the 
valence or attractiveness of rewards. It is possible that increasingly large piece- 
rate rewards have a decreasing valence for employees and that the amount of re- 
ward that has been received influences the valence of additional amounts of the 
reward. Lawler felt that if perceived equity were explicitly recognized as one of 
the factors affecting the valence of outcomes, expectancy theory could explain 
the results of equity theory research. Lawler (1973) and others (Campbell & 

Pritchard, 1976) have therefore concluded that equity considerations could_be 
‘subsumed under the more ‘general expectancy theory of motivation. 

Although the two theories do not really appear to be in conflict, it is unclear 
whether this reflects genuine similarity or the ambiguity with which the theories 
are stated. As noted by Campbell and Pritchard (1976), both theories are some- 
what ambiguous and thus it always is possible to come up with some previously 
unrecognized outcome that will reconcile competing predictions. In addition, the 
effects of perceived inequity on the valence of outcomes remains to be demon- 
strated. Although Lawler et al. (1968) found that the need for money correlated 
more highly with productivity for overpaid subjects than for equitably paid sub- 
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jects, need for money was not experimentally manipulated and thus the direction 
of causality is difficult to establish. In addition, a composite measure of need for 
money was constructed based on measures taken both before and after the ma- 
nipulation of perceived overpayment. Consequently, the effects of the inequity 
manipulation on the subject’s need for money (an indicator of valence of money) 
cannot be determined. 

In view of the ambiguity surrounding the two theories and the lack of evidence 
concerning the effects of perceived inequity on the valence of outcomes, it is per- 
haps premature to conclude that equity theory can be incorporated into expect- 
ancy theory. As Adams (1968) has argued, it may be less useful to debate which 
theory can be incorporated into the other than to identify the conditions in which 
individual behavior is guided by either equity or expectancy considerations. 


CONCLUSIONS AND DIRECTIONS FOR FUTURE RESEARCH 


Evaluating the current status of equity theory presents something of a dilemma; 
depending upon the particular body of literature one examines, very different 
conclusions can be drawn. On the one hand, researchers interested in organiza- 
tions have largely moved away from equity theory to other motivation ap- 
proaches in explaining behavior in the workplace. After a high level of initial re- 
search interest, organization researchers appear to have followed the arguments 
of Lawler (1973) and others that equity theory can be incorporated into expect- 
ancy theory. Consequently, research involving applications of equity theory to 
organizational settings has decreased in recent years. If the current literature in 
social psychology is examined, on the other hand, a very different picture 
emerges. Walster et al. (1976) recently introduced a reformulation of Adams’ 
original theory, and it has been heralded as a general theory of social behavior 
capable of integrating a number of the minitheories (e.g., reinforcement theory, 
cognitive consistency theory) that currently exist. Berkowitz and Walster (1976, 
p. xi) go so far as to talk about ‘“‘a new mood of optimism’’ emerging in social 
psychology, at least in part attributable to the promise of equity theory for de- 
veloping a more comprehensive understanding of social behavior. 

Has equity theory largely outlived its usefulness as a theory of motivation in 
organizations, or is it a theory capable of providing general explanations of be- 
havior in a number of different social settings? This is a difficult question to an- 
swer at the present time. However, it appears that equity theory has more to con- 
tribute to our understanding of organizational behavior than previous research 
would suggest. The early emphasis of organizational research on equity theory 
predictions of employee reactions to pay was perhaps both its greatest strength 
and weakness. On the positive side, focusing on monetary rewards provided a 
research setting in which the variables were easily quantifiable and the predic- 
tions were relatively unambiguous (or so it seemed at the time). On the negative 
side, exclusive interest in employee reactions to pay prevented the extension of 
equity theory to other areas of social relationships in organizations. Adams (1965) 
was careful to note that equity theory was relevant to any social situations in 
which exchanges may take place (e.g., between coworkers, between superiors 
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and subordinates, etc.). With the exception of Goodman’s (1977) recent work on 
social comparison process in organizations, the extension of the theory to a broad 
range of social relationships has been left to social psychologists (see Berkowitz 
& Walster, 1976). Several areas of behavior in organizations that might profitably 
be examined in equity theory terms are discussed below. 

Previous research on equity theory has largely been concerned with individual 
reactions to perceived inequity. What appears to have been neglected are the in- 
strumental uses of inequity in interpersonal relationships (Adams & Freedman, 
1976). Individuals in organizations, for example, may purposely create perceived 
inequity in social relationships as a way of improving their situation or achieving 
certain goals. Supervisors may routinely attempt to convince employees that they 
are not contributing as much as another employee or at a level expected for the 
pay they receive. Creating perceptions of overpayment inequity may therefore be 
viewed as a strategy designed to increase the level of employee performance. Just 
as routinely, employees may attempt the same strategy, but in reverse. Ingratia- 
tion attempts (Wortman & Linsenmeier, 1977) may be viewed as strategies on the 
part of lower-status employees to increase the outcomes of those in higher level 
positions. To the extent that those in higher positions perceive an inequity in 
their social relationships with lower-level employees, they will feel obligated to 
reciprocate. Research evidence that individuals may create perceived inequity in 
social relationships as a means of accomplishing certain objectives was presented 
by Leventhal and Bergman (1969). They found that subjects who were moder- 
ately underrewarded attempted to reduce the inequity by taking some of their 
partner’s money when given the opportunity. Subjects who were extremely 
underrewarded, however, increased the discrepancy between their own rewards 
and those of their partner by increasing his or her advantage. By intensifying the 
inequity, subjects may have been following a deliberate strategy designed to con- 
vince their partner that a more equitable distribution of rewards was necessary. 

Campbell, Dunnette, Lawler, and Weick (1970) have suggested the importance 
of viewing leadership processes in terms of exchanges between superiors and 
subordinates. In describing what they call the ‘‘unilateral fiction’’ in leadership 
research, they point out that managers are most often viewed as initiating the ac- 
tion of others and that superior-subordinate interactions are assumed to end 
when the manager issues a directive. Relationships between superiors and sub- 
ordinates in organizations, however, are more accurately characterized by 
reciprocal-influence processes. A great deal of interaction between managers and 
employees in organizations may involve bargaining processes in which the terms 
of an exchange are established to the satisfaction of each party. When the man- 
ager issues a directive that is carried out by the employee, it is reasonable to as- 
sume that expectations of repayment are formed in the employee. Furthermore, 
when employees do a favor for the manager it may result in a perceived obliga- 
tion to reciprocate on the part of the manager. Reciprocal relationships between 
managers and employees can be described in terms of equity theory; taking such 
a perspective may increase our understanding of the leadership process. 

Equity theory appears to offer a useful approach to understanding a wide va- 
riety of social relationships in the workplace. Additional research is needed to 
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extend predictions from the theory beyond simple questions about how employ- 
ees react to their pay. As Goodman and Friedman (1971) have noted, equity the- 
ory predictions about employee performance levels may be one of the less inter- 
esting and useful applications of the theory. The effects of perceived inequity on 
employee performance levels are often slight and of limited time duration. The 
utility of equity theory may be greatest for increasing our understanding of inter- 
personal interactions at work (e.g., supervisory-subordinate relationships). In 
this regard, researchers interested in organizations may want to follow the lead of 
social psychologists in extending applications of the theory. 
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Procedural Justice and 
Worker Motivation 


Russell Cropanzano 
Robert Folger 


When people do not receive the rewards to which they feel entitled, they are of- 
ten motivated to do something about it. The problem comes in specifying which 
types of actions most employees will take. Some are likely to become angry and 
work less hard, increase their absenteeism, or even leave their jobs. Others will 
work even harder in the hope of eventually obtaining what they want. Because 
not all employees receive what they think they deserve, managers need to know 
the conditions under which each reaction is likely to occur. 

We argue that when employees react to the way they are treated at work, their 
motivation to respond in one fashion or another cannot be understood adequately 
without taking into account two separate notions of fairness. Traditionally the or- 
ganizational science literature has considered only one way of describing what it 
means to be fairly treated, namely, the.notion of distributive justice. That way of 


This paper was written especially for this volume. 


